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MEMORANDUM DECISION DENYING MOTION FOR APPROVAL OF SETTLEMENT

BEATTY, Prudence Carter, U.S.B.J.



The Debtor has presented a stipulation to settle this adversary proceeding. Under the
stipulation the sole defendant, the Long & Albert firm, would turn over the funds requested in the
complaint to the Debtor. The funds were delivered to the defendant prepetition as the funds to be
provided to the estate of Lillian Catalanotto to settle a wrongful death action once the estate obtained
the necessary settlement authority from the state court in the estate proceedings. The estate of
Lillian Catalanotto has objected to the settlement and claims that it has the right to the funds. The
Debtor has asserted that its right to the funds is superior to that of Lillian Catalanotto because no
proper escrow was established prior to the filing of the Debtor’s Chapter 11 petition.

This Court denies the motion to approve the settlement. The Long & Albert firm has
no pecuniary interest in the funds and is merely a stakeholder. The estate of Lillian Catalanotto is
a proper party to this adversary proceeding but the Debtor has failed to join it as a defendant as it
must. The motion for approval of the settlement will be denied on the grounds that the Debtor has
failed to join a necessary party to this adversary proceeding.

It is so ordered.

Date: New York, New York
March 27, 2008

/s/ Prudence Carter Beatty
United States Bankruptcy Judge




